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to the Court of International Trade should reflect the specialized nature
of the CIT's substantive jurisdiction, the nationwide impact of the CIT's





II. Report on the Caribbean
Basin Initiative
BE IT RESOLVED that the American Bar Association endorses the
goals of the Caribbean Basin Initiative (CBI) and the Caribbean Basin
Economic Recovery Act (CBERA) and opposes efforts to weaken exports
by and investment in the Caribbean;
BE IT FURTHER RESOLVED that the American Bar Association
urges the United States government to strengthen its support for the CBI
through provision of increased resources for the management, organiza-
tion and staffing of American agencies relating to CBI.
REPORT
A. Background
1. President Reagan's Caribbean Basin Initiative (CBI) provides for a
program of trade, economic assistance and tax measures by the United
States to help our Caribbean neighbors in their efforts toward economic
development and political stability. The CBI also strengthens the rule of
law by enhancing the legal framework under which qualified CBI bene-
ficiary countries can attract manufacturing as a means to export to the
United States. The centerpiece of the CBI is an innovative one-way free
trade area providing duty-free access to U.S. markets for twelve years.
The address by President Reagan on February 24, 1982, to the Organi-
zation of American States announced the initiation of the CBI program.
The Caribbean Basin Economic Recovery Act (CBERA), which imple-
ments the CBI, was enacted in the summer of 1983 and took effect on
January 1, 1984. The legislative history of the CBERA notes that the U.S.
and other donor countries have agreed to a regional development plan for
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the Caribbean area because critically dangerous circumstances, rooted in
economic difficulties, threaten the stability of the entire Caribbean region,
and that the United States has a large stake in participating in cooperative
assistance efforts to foster the region's economic development.
2. The Resolution supports the commitment of the U.S. Government
to allowing duty free access to products emanating from countries in the
Caribbean Basin (as defined in CBERA) and to strengthening the ability
of such countries to attain greater economic development. Declining prices
for commodities, deteriorating terms of trade and balance of payments
and problems of maintaining the level of government services affect the
CBI countries in the wake of independence.
3. In several addresses recently President Reagan and Vice President
Bush have reiterated the U.S.'s commitment to assisting the peoples and
governments of the Caribbean Basin in achieving their goals of economic
development. Other Congressional leaders, such as Sam Gibbons of Flor-
ida, during his luncheon speech at the midwinter meeting of the Section
of International Law and Practice on December 6, 1985 in Miami, have
requested that the American Bar Association give greater support to the
CBI.
4. Recent economic statistics, as well as oral and written statements
by leaders of both the U.S. and Caribbean Governments, demonstrate
that despite the Caribbean Basin Initiative, the terms and balance of trade
of CBI countries have not improved and that they remain in uncertain
economic and political conditions. The stability and security of the entire
region remains in jeopardy. As a result of continued economic problems,
the commitment of the U.S. Government to strengthening economic de-
velopment of the region has been questioned. On June 8, 1985, eleven
heads of government of the Caribbean Common Market and Community
(CARICOM) expressed grave concerns that confidence in the CBI was
being eroded because of the exclusion from CBI coverage of certain
primary products of Caribbean Basin beneficiary countries, including tex-
tiles, clothing, footwear and leather products, and because of legislative
changes and questionable application of existing legal provisions. In No-
vember, 1985, Vice President Bush addressed the Caribbean Conference
in Miami, pledging that the U.S. Government would fight all proposals
inhibiting free access to U.S. markets of products from Caribbean Basin
countries and that the U.S. Government was considering areas in which
to expand the CBI.
B. Marketing Services
5. In order to be eligible for duty-free treatment, an article must be
grown, produced, or manufactured in a CBI country and must meet certain
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other requirements. First, the article must be imported directly from a
beneficiary country; second, the appraised value of the article must con-
sist of at least thirty-five percent value-added in one or more beneficiary
countries (U.S.-made components may comprise fifteen percentage points
of the thirty-five, leaving twenty percent which must be added in bene-
ficiary countries); and third, any product including foreign components
must be substantially transformed into a "new and different article of
commerce" in one or more beneficiary countries. The thirty-five percent
value-added requirement does not include expenditures by Caribbean
business for marketing services. Yet, the lack of experience and know-
how of Caribbean entrepreneurs of the comparatively large U.S. market,
along with the small size of most Caribbean enterprises, prevents Carib-
bean entrepreneurs from penetrating the U.S. market. Caribbean busi-
nesses will hire U.S. persons to perform much of the CBI marketing work.
Since services by U.S. persons can comprise fifteen percentage points of
the required thirty-five percent value-added, marketing work by U.S.
persons could qualify as part of the thirty-five percent value-added and
simultaneously produce employment in the services sector in the U.S.
Performing CBI marketing services will also increase work and skills in
the U.S. in the important sector of international marketing, and such
skills should be transferable to export efforts of U.S. corporations.
C. More Resources for CBI in U.S. Executive Branch
6. The difficulty of maintaining the momentum of the CBI and imple-
menting the benefits conferred under the CBI is that almost daily pressure
from U.S. businesses causes the introduction of bills and the initiation of
trade actions (e.g., lawsuits against U.S. Customs Service challenging the
decision to make ethanol eligible for CBI benefits and challenges to the
proposed regulation of the U.S. Department of Agriculture to remove
quarantine on imported birds for the benefit of parakeet raisers in St.
Lucia) which undercut the effectiveness of the original CBI proposal.
Currently, the chief administrator of the CBI programs is the Director
General for U.S. and Foreign Commercial Service within the Department
of Commerce. This person is also the Chairman of the U.S Government's
Interagency Subcommittee on CBI Operations. Within the Department
is a special CBI Information Center. The Center does a remarkably good
job with its limited resources. However, a need exists for a higher level
of staffing of CBI related agencies to support the CBI and to resist the
intensive efforts which result in the erosion of the CBI.
7. One useful service provided by the CBI Information Center is an-
swering questions from persons who are interested in investing in CBI
countries for export to the U.S. Questions typically concern information
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about: obtaining financing from U.S. agencies; fulfilling health and safety
requirements for products; and ascertaining quota limitations on textile
and apparel products. Because of the shortage of resources in the CBI
Information Center, it cannot provide the one-stop investor services which
are needed. Due to the small size of the Caribbean, many prospective
investors in the Caribbean do not have the experience, know-how or
resources to contact all of the U.S. agencies which can answer such
questions. As a result, many potential investments do not materialize. If
more resources were allocated either to the CBI Information Center or
to the key U.S. agencies involved in trade and financing issues relating
to the Caribbean or, alternatively, if the CBI Information Center was
staffed in part with persons from other key agencies involved in trade
and financing issues related to the Caribbean region from which assistance
is often required, the potential investor would be able to solve the prob-
lems in order for a potential investment to materialize. 1
D. Conclusion
8. In summary, the Caribbean Basin Initiative is a positive legislative
initiative by the U.S. Government that merits the support of the American
Bar Association. The CBI, and the related provisions of the CBERA,
provide clear incentives for private sector investments in the Caribbean
region. The U.S. Government should fight any weakening of the provi-
sions of the CBI and the CBERA by the continuous pressure of legislation
and trade action. The U.S. Government should expand the coverage of
the CBI and provide the personnel and monetary resources sufficient to





I. Another prerequisite for economic development in the Caribbean Basin is inadequate
financing. The use of deferred profits of possession corporations under Section 936 of the
Internal Revenue Code, as provided by Tax Reform Act of 1986, for active business assets
in qualified Caribbean Basin countries, will assist in providing such funds.
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